The first unification of Germany in 1871 produced a Weltpolitik designed to challenge the privileged position of the Anglo-Saxon maritime powers outside the limited compass of Europe, a near hegemonial position in Mitteleuropa as the material basis for that challenge and a European diplomacy conducted in the idioms of preferential trade arrangements, war and territorial annexation.' The disastrous German bids for European hegemony in 1914 and 1939 were sorry but inevitable chapters in the evolution of the European state system. The 'German Question' -whether Germany could be peacefully and successfully integrated into the European state system on terms acceptable both to Germany and her neighbours -was temporarily put aside with the truncation and division of Germany at the end of the Second World War. The German Question re-emerged with the end of the cold war and the unification of Germany, two events that reconfigured the European security space. Today Germany is increasingly perceived as a latent European hegemon. The German Question now takes an alternative form: will Germany prove too large even for an institutionalized Europe?
The emerging debate over the role Germany has played and will play in Europe is predicated upon a stipulated tension or disjunction between German power and the German (un)willingness to exercise it. German dominance, if not hegemony, in Europe is treated as axiomatic. Consequently, many studies of German foreign policy have shifted attention to domestic explanations pointing to either institutional or normative constraints on the exercise of power. And studies that do focus on system-level constraints have accepted as axiomatic the presence of German structural power and sought to explain how that power has been contained, redirected or diffused by membership in international institutions. Any test of these arguments or others that describe Germany as constrained by weak state structures, a domestic political culture of restraint or reticence, or the mediating effects of international institutions first requires a demonstration that Germany in fact possesses the preponderant power ascribed to it.
A system-level research design is the appropriate starting point in any assessment of the claims and counter-claims made about Germany's European or world role. The rationale for revisiting the material constraints and opportunities afforded post-unification Germany reflects the need to establish the degree of freedom or range of choice enjoyed by any German government in the conduct of foreign policy. A structural account assumes that there are material limits on state action that are independent of volition; that notice should be first taken of structural constraints on state action before choice is attributed to a constellation of domestic variables or the constraints imposed by international institutions; and that foreign policy choice must be consistent with the opportunities afforded by the international system.' Only after a structural explanation is left wanting should we turn to these alternative explanations as necessary supplements to a structural account or as the dominant account of the anomalies detected by many in the conduct of German foreign policy. Without some reckoning of Germany's relative and absolute power within the international and European systems, institutional and cultural explanations of German foreign policy may resolve puzzles and paradoxes that in fact do not exist.
In this article, I demonstrate that Germany lacks the structural power consistent with European dominance or hegemony; that there is little evidence supporting an appreciable gap between Germany's structural power and foreign policy ambitions; and that apparent symptoms of German hegemony, particularly the process of institutional emulation in Central and Eastern Europe, reflect other international processes and incentives emanating from the state system itself. This reassessment and downgrading of Germany's relative and absolute power resolves the paradox of German structural power and German reluctance identified by others. But this alternative narrative raises another more important question: why is Germany treated as a potential or even aspiring hegemon in Europe? The answer to that question is located in the collective memory of Germany's neighbours summarized by the horrors and lessons of Auschwitz. The egregious violation of the constitutional norms of the European state system during the Second World War, and the norms of the occupation regime which shaped German foreign policy into the post-cold war period play an important system level role in any assessment of German foreign policy. These two events constitute an important part of the historical context within which we frame our assessments and judgements of German power; this context explains the frequently unwarranted exaggeration and suspicion of German power; and it demonstrates how the constructivist project can be usefully employed to explain how the past can function as a powerful prism though which we interpret the intentions, ambitions and capabilities of the state.
G E R M A N Y ' S R O L E I N E U R O P E : P A S T A N D P R E S E N T P E R S P E C T I V E S
The underlying elements of renascent German economic power were present in a defeated and occupied ~e r m a n~.~ German rearmament and the 'economic miracle' in the 1950s positioned Germany as a key state in the European state system. And the German Question itself was reanimated when the Nixon administration initiated a partial American retreat from empire and shifted to its European allies a greater share of the costs attending the economic and military security of the Atlantic political space.4 This Nixon foreign policy strategy, the emergence of nettlesome economic and military-strategic conflicts and divergences of interest, and the perceived economic strength of Germany generated a call for a German-American 'bigemony' in the Atlantic economy.5 This solution to the problems plaguing the Atlantic economy met with a sharply was indeed an economic giant but a political dwarf: like Gulliver upon his arrival in Lilliput, Germany's freedom of movement has been limited by domestic institutional constraints overlain by a dense network of external institutional constraints on autonomous decision making in the domains of security and economy.12 Thus a powerful combination of constitutional design, membership in integrative international institutions and the continued division of Germany achieved the post-war American objective of 'security for Germany and security from Germany'. l 3 The reordering of the European state system in 1989 generated fears, concerns and hopes that Germany will (or will not) act in a manner commensurate with its power. The unqualified end of the formal occupation and a post-unification willingness to assert the national interest reinvigorated the debate over what constituted German 'normalcy'.14 It also raised the prospect of a new bid for Germany hegemony. Bulmer and Paterson, for example, reach the guarded conclusion that German hegemony is a potential outcome of German unification and the relaxation of tensions in the European security area.15 Similarly, Andrei Markovits and Simon Reich focus on the underlying structural economic power of Germany in western and central Europe complemented and activated by the willing emulation of the German model by its central and eastern European neighbours.I6
Others are even more sanguine about the prospect of an active German hegemony. One body of literature focuses upon the constraining effects of Germany's 'exaggerated multilateralism' or a reliance upon 'indirect institutional power'." The institutionalization of German power has produced an empowered but non-threatening Germany that sets the European agenda and dominates the institutional evolution of the European Union (EU) and its governance structures. Another body of literature recasts the German Question as the paradox of structural power constrained by an 'ideology of reluctance'. One version of this argument combines material structure and individual agency in a compelling manner, but privileges individual agency by locating the '* Simon Bulmer and William E. Paterson, 'West Germany's Role in Europe: "Man Mountain" or "Semi-Gulliver"? ' Journal of Common Market Studies, 28 (1989) ', Survival, 37 (1995) , 82-103, p. 84. l5 Simon Bulmer and William E. Paterson, 'Germany in the European Union: Gentle Giant or Emergent Leader? ' international Affairs, 72 (1996), 9-32. At the core of this argument is the notion that Germany exerts a neo-Gramscian hegemony in Europe; see Andrei S. Markovits The German capacity for regional dominance or hegemony is simply assumed in the majority of these analyses. Yet, most concur that Germany will emerge as a 'gentle Giant' reluctant to press its claims in the new Europe. The emergence of either a conscious or absent-minded bid for German hegemony is heavily discounted owing to domestic and external institutional constraints on German policy options; to Germany's vulnerability to the adverse macroeconomic fortunes and protectionist commercial policies of its partner countries; to nagging questions over Germany's continued competitiveness captured by the Standort Deutschland debate; to the continued embrace of a multilateralism that serviced German foreign policy so well in the post-war period; and to penance for the past now institutionalised as self-containment in both the targets and the exercise of German power.
STRUCTURAL POWER IN THE CONTEMPORARY EUROPEAN S Y S T E M : TRADE, CAPITAL AND MACROECONOMIC POLICY
The emerging consensus on the potential role Germany could play in Europe raises a number of important questions about German power: why has Germany not exercised political power commensurate with its economic power? What would the normalization of Germany mean for the content and form of German foreign policy? What would an unconstrained Germany portend for the European order? Although no one claims that Germany possesses the material capabilities to exert a global hegemony, claims are made that Germany has forsworn or wielded either regional dominance or hegemony or something in between. A test of either proposition requires an explicit and systematic assessment of whether Germany meets the necessary and sufficient conditions for hegemony or dominance.
Hegemony theory, in its many alternative theoretical forms, generally embraces the proposition that 'a hegemonic state is a core state that commands an unrivaled position of economic and military superiority' in the international system.20 While there is disagreement over whether a state can lay claim to hegemonic power in the absence of military superiority or whether economic power is a sufficient condition for hegemony,21 four elements of power are common to most theories of hegemony: ideological power (providing a rationale for accepting a given social order), military power (the ability to coerce and protect), political power (the ability to regulate social activities) and economic power (control over production, distribution, exchange and con~umption).~~ Two elements of hegemony are material, one is political-institutional, and the other is ideological. The latter two elements are of interest owing to the claims made on behalf of Germany, particularly its ability to shape preferences at the European level via the institutions of the European Union (EU), and its ability to wield ideological power, manifested by the adoption of German institutional forms and macroeconomic norms throughout Europe. The exercise of ideological power, particularly in its neo-Gramscian variant, is contingent upon material preponderance in the international system.23 The key insight of neo-Gramscian approaches to hegemony is that ideology rationalizes dominance and creates a context where the exercise of power takes on a 'consensual form'. Yet even in the neo-Gramscian framework, material preponderance is a necessary, albeit insufficient requirement of hegemony. ', Sociological Perspectives, 37 (1994), 29-34; and Science, 39 (1995), 819-34. 23 According to Robert Cox, hegemony is 'a social structure, an economic structure, and a political structure; and it cannot be simply one o f these things but must be all three. ' See Robert W . Cox, 'Gramsci, Hegemony and International Relations', Journal of International Studies: Millennium, 12 (1983), 162-75, pp. 171-2 (ethical, ideological, practical) as well as their material dimensions ' (emphasis added); see Stephen R. Gill and David Law, 'Global Hegemony and the Structural Power o f Capital', International Studies Quarterly, 33 (1989), 475-99, pp. 4 7 6 7 . 24 Fran~ois Perroux, 'The Domination Effect and Modem Economic Theory', Social Research, 17 (1950), 188-206, p. 189. the exercise of the domination effect: the state's relative power position in the international system enables it to exercise market power in its relationships with other states; the state's bargaining power allows it to fix the conditions of exchange; and the state's strategic placement provides bargaining advantages which in turn are derived from the national political-economic organization. Not unlike a hegemonic state, a dominant state writes the rules governing exchange and possesses the ability to persuade or compel other states to conform to its economic value system.25
Common to the different conceptions of hegemony and dominance is the existence of structural power defined by some combination of military andor economic measures of relative capability. Does Germany possess the requisite structural power? One answer to that question may be located in the polarity and concentration of power in the European political space. A generally accepted formula exists for determining the concentration of power in the international system;26 and there is an established set of decision rules which classify international systems or regional subsystems as unipolar, bipolar or multi- (1 -l/N,)], where CON, is the level of systemic concentration at time t; N is the number of major powers in the system; and S,, represents the aggregate share of major power resources possessed by major-power i in year t. The value for CON, falls between 1 (a monopoly of power by one state) and 0 (n states with an equal share of power); see Edward D. Mansfield, 'The Concentration of Capabilities and International Trade', International Organization, 46 (1992) , 73 1-64, pp. 737-8; and Diana Richards, 'A Chaotic Model of Power Concentration in the International System ', International Studies Quarterly, 37 (19931, 55-72, p. 61. polar.27 The three hypothetical international systems can serve as benchmarks for assessing the polarity of and concentration of power in the post-cold war European state system (see Table 1 ). Each international system represents three categories of polarity -unipolar, bipolar and multipolar -with corresponding measures of power concentration (CON) and power resource share of five states (A-E). The polarity and concentration of power in the European subsystem are derived and compared for 1960, 1985 and 1995 (see Tables 2 and 3 ; secondly, a measure of power heavily biased towards economic variables will at worst exaggerate German power; thirdly, an index biased towards non-military elements of power will mitigate Germany's disadvantaged position within NATO and the privileged position of France and Britain in security affairs; and, finally, it is assumed that Germany not only acts as a civilian power, but that it is civilian power that counts in the post-cold war world. For 1960 and 1985, five equally weighted indicators of national power were used: population (total population and urban population); gross domestic product (purchasing power parity); military capability (military expenditure and military personnel); economic capability (steel production and energy consumption); and gross domestic private investment. For 1995, five equally weighted indicators of national power were employed that better capture the elements of civilian power: total population; gross domestic product (purchasing power parity); military capability (military expenditure and military personnel); gross domestic capital formation; and the depth of financial markets (stockmarket capitalization and share of top European 500 firms in 1997). A methodological justification for changing the indicators of power in response to contextual change (from a militarized to a relatively demilitarized context of state action) is found in Gary Goertz, Contexts of International Politics (Cambridge: Cambridge University Press, 1994), pp. 52ff.
The data for 1960 and 1985 were drawn from Charles Lewis Taylor and Joachlm Amrn, National Capability Data, Annual Series, 1950 -1988 The European system in 1960 and 1985 exhibits a level of systemic concentration associated with multipolarity, even though the system is bipolar in both time periods -an outcome which is counter-intuitive but not aberrant. If the polarity and concentration of power in the European system in 1960 and 1985 are compared, two significant and counter-indicative changes emerge. First, the European system remains bipolar, but moved from an Anglo-German duopoly in 1960 to a Franco-German duopoly in 1985. And secondly, the level of systemic concentration decreased. The marginal decrease in the level of systemic concentration masks other more important changes: the relative decline of Britain, the relative ascent of Italy, and perhaps most importantly a rising gap between Germany and the country of second rank. Post-cold war Europe has not changed significantly. Germany remains the leading state, although by a smaller margin than in 1985; Europe is once again an Anglo-German duopoly; and the level of systemic concentration indicates multipolarity. When Spain is added as fifth power, a status to which it is plausibly entitled, the European system is transformed into a multipolar system, albeit one with higher level of systemic concentration.
These results provide a robust structural argument against German hegemony or dominance; and cast reasonable doubt on studies assuming or arguing that Germany possesses the ability to act as one. It is also the case, however, that these two measures might understate the power afforded Germany by the ability to manipulate three channels of economic influence; namely, trade, capital and money.
National Power and the Structure of Foreign Trade
Albert Hirschman's book with the title of this section is approvingly invoked in many studies of German structural power; and the methodology and indicators developed in the study remain in wide use.29 This methodology is relied upon for three reasons: first, the Herfindahl-Hirschman index is widely accepted as a superior measure of market concentration; secondly, it investigates a chapter of economic history acknowledged as illustrative of the domination effect and provides a ready-made benchmark for comparing the Schachtian system of commerce in the 1930s with Germany's role in Central and Eastern 3' These measures do not gauge the ability of the dominant state to exploit that trade asymmetry; or the willingness of the state to exploit those opportunities for diplomatic purposes. Hirschman's method can be faulted for not mapping out the bargaining power of states, but the question at hand revolves around whether Germany derives power from the overall structure of trade rather than the bargaining power Germany enjoys in a specific commodity group. 32 The commodity composition of trade, a third measure employed by Hirschman, does not support German dominance either. The results of that analysis can be found on this Journal's web its trading partners, then the trade index equals 100; if the index is less than 100, it denotes a preference for large countries; and if the index is more than 100, it denotes a preference for small countries.33 The export and import trade preference indices for five major industrial countries -Germany, France, Japan, the United Kingdom and the United States -are compared for the years 1938 and 1995 (see Table 4 ). The German import preference index in 1995 suggests a preference for trade with smaller countries, but is significantly lower today than in the interwar period; and the German export preference index in 1995 indicates a preference for trade with large countries. The German trade preference structure in 1995 reveals neither an exploitable system-wide asymmetry in the German structure of trade nor a successful German pursuit of such an asymmetrical relationship.
The exercise of structural power also depends upon two characteristics of the target country: a high ratio of exports to gross domestic product (GDP), which indicates the vulnerability of the national economy to a disruption in trade relations; and a high export concentration ratio, which indicates the ability of an individual or group of states to exercise market power.34 The first measure is not easily summarized across Central and Eastern Europe, but the export to GDP ratios for the states of Central and Eastern Europe (CEE) suggest some vulnerability to the exploitation of trade asymmetries.35 The export concentration ratio of a state is summarized by the trade concentration index developed by Hirschman. This index captures the ability of a group of states or a single state to exercise oligopsonist or monopsonist market power, respectively, in its trading relations with a smaller state. The Herfindahl-Hirschman index has a value up to 100, which indicates a trade monopoly, and approaches 0 with n countries with an equal trade share.36 The index has three significant ranges of value: an index in excess of 42.43 reflects a concentrated structure of trade and 33 The trade preference index is designated R by Hirschrnan. It is derived by dividing the unweighted average of the percentage share of import trade (UA) by the weighted share of import trade (WA) and multiplying by 100 (i.e., UAIWA X 100). The unweighted average of the (percentage) shares of import trade is UA = [lln X (illEl + idE2 + ... i,lE,)] X 100, where n is the number of states in the system, i is the imports of country A, and E is the total exports of countries 1 to n.
The weighted average of the (percentage) shares of import trade is WA = [I&, -E,)] X 100 where I, is the total imports of A, I, are total world imports, and E, are the total exports of A. (The export trade preference index is similarly derived.) For a fuller discussion of the measure, see Hirschman, National Power, pp. 87-91. 34 The more relevant measure of structural power is the export dependence of the CEE states on the German market and the German ability to act as a monopsonist or as an oligopsonist. The ability of Germany to act as either, even were it to possess the structural opportunity to do so, is severely constrained by EU responsibility for trade policy.
35 The GDP share of exports ranges from a low of 12.35per cent (Romania) to a high of 50.97 per cent (Estonia). The export dependence ratios of the other CEE states, excluding the Baltics, do not differ significantly from the export dependence rations of the smaller EU member-states. 36 The Herfindahl-Hirschman index measures market concentration (HHI indicates an opportunity for the exercise of market power; an index with a value falling between 34.64 and 42.43 constitutes a grey zone that may or may not provide the potential for the exercise of market power; and an index with a value less than 34.64 indicates the absence of market concentration and market power.
There is a marked decline in the level of export concentration of the CEE states in 1995 as compared to 1938 (see Table 5 ). In 1938 all but three countries had export concentration ratios that fell either in the grey zone or exceeded the level indicating a high level of concentration; in 1995 only Slovakia and Ukraine had high export concentration ratios; only the Czech Republic and Poland fell in the grey zone; and the remainder faced a dispersed export structure.37 Although the economically more significant CEE states, particularly Poland and the Czech Republic, now have trade export concentration profiles that make the exercise of oligopsonist power possible, the CEE states remain collectively less susceptible today than in 1938 to the unilateral exercise of structural power by Germany or any other West European state.
Since Hirschman's method focuses on the structure of bilateral trade, it could obscure the cumulative impact of Germany's role as trader in Central and 37 Perhaps more telling than a comparison of the trade concentration ratios for 1938 and 1995 would be a comparison of export concentration ratios for Canada and Mexico. In 1995, the export concentration ratios for Mexico and Canada were 83.70 and 80.57, respectively; and the United States was the primary market for each with a share of 83.63 per cent and 80.39 per cent, respectively. These concentration ratios suggest that one should be cautious in speaking of German hegemony exercised through a set of asymmetrical trading relationships in Europe.
Eastern ~u r o~e .~~ An emended Herfindahl-Hirschman index can generate a regional concentration of trade index.39 With such a reformulation, Germany emerges as the most important trading partner of the CEE states on a regional basis (an 18.09 per cent share). Yet the index of regional trade concentration has a value of 23.37, a very low measure by any reckoning. A second method for 'regionalizing' the index would be the treatment of the EU as a single actor -a treatment justified by EU responsibility for trade policy. When the trade shares of the EU states are aggregated, the trade concentration ratio of the CEE states rises to 46.19 -a relatively high level of concentration. But adopting the EU as the appropriate unit of analysis precludes a consideration of Germany as a discrete actor; Germany is incapable of leveraging unilaterally that trade asymmetry without violating EU rules or jeopardizing the EU governance system.
The foregoing analysis can only lead to a provisional conclusion given the volatility of trade data and the uncertainty surrounding the final shape and consequences of the trading regime that will eventually encompass the European economic space. But the data support the modest conclusion that the structure of trade in Central and Eastern Europe does not lend Germany the power ascribed to either a hegemonic or even dominant state.
National Power and the Structure of Investment
The structure of direct foreign investment (DFI) is a second source of economic power.40 The relative scarcity of capital in the target economy, the depth of national capital markets, and the ratio of DFI to gross fixed capital formation (GFCF) or to GDP enhance or diminish a dominant state's ability to exploit an asymmetry in an investment position. Central and Eastern Europe provides a fertile region for wielding influence through these channels: financial markets are shallow, equity markets underdeveloped, the process towards the reform of the banking system retarded, and an institutional framework facilitating the transformation of savings into investment absent.41 Does the investment 38 A second rejoinder is addressed in the Appendix attached to the website version of this article: would the exclusion of non-European states from the trading ledgers of Germany and the CEE states produce an alternative view of Germany's structural gower in Europe? 39 This index takes the following form: HHI, = g\/C (RS,)', where HHIris regional concentration I = 1 of trade and RSi is country i's market share of regional exports. In this case, regional exports represent the sum of exports from Belarus, Bulgaria, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Russia, Slovakia, Slovenia and Ukraine. The role of DFI as a share of GDP or GFCF and the subsequent level of external vulnerability varies considerably (see Table 6 ).42Only in Czech Republic, Hungary and Slovenia do the DFI ratios indicate a dependence on foreign capital that could be translated into a source of structural power. Moreover, the DFI concentration indexes for the CEE states generally demonstrate a high level of concentration (see Table 7 ).While the index exceeds 40 for the Czech Republic, Slovenia, Bulgaria and Hungary, only in the Czech Republic and Bulgaria does German capital enjoy a clear margin of dominance with a 30 per cent and 38 per cent share of DFI, respectively. Arguably, Germany only possesses a potential source of political leverage in the case of the Czech Republic where foreign capital accounts for an important share of GDP. As in the case of trade, bilateral measures of DFI could understate the regional role played by Germany and obscure the potential for a German exercise of market The large number of German firms operating in Central and Eastern Europe, the majority of which are small and medium-sized enterprises, also poses problems and opportunities for the leveraging of the German DFI position.44 First, any German government faces the problem of co-ordinating well over 3,000 firms with disparate interests and preferences4' Moreover, small and medium-sized enterprises do not wield the same economic and presumably political clout as much larger multinational firms. Yet small and medium-sized firms may provide an intangible or 'soft' form of power for Germany, primarily by transferring German labour, social welfare or even manufacturing practices to Central and Eastern Europe. But it is highly contestable whether the regional adoption of German economic norms can be translated into a source of fungible German power, particularly if many of the non-German firms operating in the region, like Ford and General Motors, have long been accustomed to German practices. 43 While it is true that Germany is the largest single investor in this region, with a 21.8 per cent share, it is closely followed by the United States with a 18.4 per cent share.
44 Some argue that it is not only the size of the DFI investment positions in Central and Eastern Europe that matters, but the number of firms that operate in those countries; see Patricia A. Davis, 'Ostpolitik I1 Ten Years Later: German Assistance to Central and Eastern Europe Reconsidered' (paper prepared for the German Studies Association, 9 October 1998); and Markovits and Reich, The German Predicament, pp. 176-7.
45 German DFI in Poland was dispersed between 3,609 firms (41 per cent of the foreign firms in Poland), while American DFI in Poland was dispersed between 559 firms (6.4 per cent of the foreign firms in Poland); see J6sef Biskup, 'Characteristics of Foreign Direct Investment in Poland at the End of 1994', in Barbara Durka, ed., Foreign Investments in Poland (Warsaw: Foreign Trade Research Institute, 1996) , Table 3.6.
National Power and the Macroeconomy
One of the least controversial manifestations of German hegemony in Europe is the success that the German government and Bundesbank have had in exporting German macroeconomic precepts and practices to its European neighbours; and the German ability to act as a Stackelberg leader in setting both the structure of European interest rates and the cross-exchange rates of Europe's c~r r e n c i e s .~~ scepticism deserved arguments German Some is for that macroeconomic dominance has been unwanted or unintended, 47 although there is support for the position that German dominance is systemic and linked to the fixing of European exchange rates, the advent of capital mobility in the majority of the EU states and the anti-inflationary credibility of the ~undesbank.~' Yet even this modest argument, which is consistent with the expectations of a simple model of the small open economy, is empirically contested.
Germany's macroeconomic role in Europe has been classified as ranging from simple predominance to asymmetry to dominance.49 German predominance is supported by some empirical studies, yet German power in this domain is dependent upon the level of German independence from the structure of global (read American) interest rates.50 More importantly, there is stronger evidence supporting American macroeconomic dominance: American short-term 46 In a duopoly or oligopoly, a firm has three strategic choices for profit maximization in the absence of a cartel: adopting an 'independent supply position' (Stackelberg leader), a 'dependent supply position' (Stackelberg follower), the Cournot solution (assuming the policy preference of the other as given and tailoring national policy to it). In this context, a Stackelberg leader is the state that independently establishes a domestic interest rate structure with which other states conform. and long-term interest rates are independent of European or Japanese interest rates; and American interest rates influence the structure of European interest rates.51 The Bundesbank has found that German short-term interest rates are determined jointly by the structure of US interest rates, the DM-$ exchange rate and German domestic variables, including its payment position and foreign reserves. In the view of the Bundesbank, Germany possessed at best asymmetric monetary power within Europe subject to American macroeconomic fortune^.^' However, even that modest conclusion is both directly and indirectly contested by those investigating the causes of German monetary influence within the EU.
The quasi-fixing of European exchange rates prior to January 1999, the widespread capital mobility in Europe, and the 'anti-polar' role of the Deutschmark against the dollar in the international monetary system are identified as the structural sources of Germany's asymmetrical monetary power. Yet a structural understanding of why Germany is capable of exercising asymmetrical power does not explain the willingness of the Europeans to accept or be complicit in the wielding of that power.53 An influential body of work has suggested that the member states of the European Monetary System (EMS) have acquiesced to German monetary power as a method of reducing the cost of lowering inflation in high inflation countries.54 Yet the problem of causation persists: Michael Artis and Dilip Nachane demonstrate that it is difficult to support the notion of either an imposed or borrowed German standard owing to the general decline of inflation within the Organization for European Co-operation and Development (OECD) as a whole rather than just within the E M S .~Consequently, it may be that all states have coalesced around a 'German standard' or that a change of monetary theory and fashion has occurred -the emergence of a ideational convergence on the neutrality of money and the desirability of price stability -among the world's central bankers that has its likely origin in Chicago rather than in Frankfurt. The hegemony thesis in the context of German macroeconomic influence none the less finds support in two critical areas: the ability of the Germans to write the rules of the monetary game for post-Maastricht Europe; and the German success in convincing its European partners that the independence of central banks from political accountability is a virtue rather than a vice, that price stability is to be prized above any other macroeconomic policy target, and that following German economic precepts will guarantee long-term economic success and societal ~t a b i l i t y .~~ Independent of the final verdict reached by economic historians on the question of German monetary influence in Europe between 1973 and 1999, the probable success of European Monetary Union will remove the Bundesbank as the manager of Europe's money and seriously compromise the ability of the German government to leverage that power in international fora, particularly if there is a wide-reaching change in theoretical fashion that calls into question the neutrality of money.
Summary
German dominance of the European economic and political space has become axiomatic. While it would be unproductive to argue that Germany is not an important or even the most important European state today, that rank does not confer upon Germany an exploitable source of structural power with either France, Britain or Italy. Neither the structure of trade nor direct foreign investment supports German dominance in Central and Eastern Europe. Moreover, the contemporary structure of European trade and finance reflects a felicitous combination of liberal trade policies and the individual decisions of economic agents independent of government coercion. German corporations, traders and bankers presumably make their decisions to lend, buy, sell or invest based on calculations of profit and loss, rather than on considerations of national prestige or geoeconomic advantage. Consequently, it is difficult to understand how the German state derives fungible power from trade and financial relationships that reflect the decisions of autonomous decision makers responding to the twin impulses of profit and loss as well as the pressures attending the globalization of the German economy.
In the area of the macroeconomy and exchange rates, however, a case can be made for asymmetrical German influence within Europe prior to January 1999. But even in this policy domain, German dominance remains problematic. First, the Bundesbank was ill-positioned and disinclined to employ its power for cross issue-linkage and the Federal government could not credibly offer to do so. Secondly, German power and influence in this domain eroded as its partner states achieved a similar level of stability and economic performance.57 A third problem confronting German monetary power is located in the necessary collusion of the other European central banks and treasuries for its successful exercise. Finally, German monetary autonomy and power in Europe has depended upon a stable and benign American macroeconomy. Without that external environment, German -and now European -monetary policy is forced to accommodate or resist American monetary mismanagement and the gyrations of the dollar.58
G E R M A N Y ' S R O L E I N C E N T R A L A N D E A S T E R N E U R O P E
One manifestation of hegemonic power is the process of hegemonic socialization, defined as the manipulation of substantive beliefs to legitimize hegemonic rule. This process requires a specific and permissive international environment. It only occurs after wars and political crises; requires elite receptivity in the subordinate states to the cultural norms of the hegemonic state; and is accomplished in large part by the manipulation of material incentive^.^^ Setting aside the question of whether Germany possesses the material capabilities of a hegemonic or dominant state, there is the additional question of whether the European context would support the exercise of German hegemony.
The end of the cold war and the subsequent widespread legitimacy crises in Central and Eastern Europe have created the opportunity for a dominant state to leave its ideological imprint on the emerging democratic elites. The context for hegemonic socialization is generally favourable in Central and Eastern Europe. The CEE states have embraced West European norms with regards to the conduct of economic policy and accepted as legitimate the criteria for membership in the North Atlantic Treaty Organization (NATO) and the EU. More specifically there is evidence that these states have actively sought to adopt and apply the lessons of Model1 Deutschland in the transition to democracy and the market economy. Hegemonic socialization (or its neo-Gramscian variant) would be an elegant and all-encompassing explanation of the apparent emulation of German institutional forms and norms in Central and Eastern Europe. It also reinforces those arguments emphasizing the 'soft' exercise of German power in atypical diplomatic forms (persuasion rather than coercion, multilateralism rather than unilateralism) to service the German national interest. But such arguments suffer a serious defect: the critical functional element of hegemony, structural power, is missing. the minimum threshold of power expected of a hegemonic or dominant state. An alternative explanation of the process of institutional emulation is required.
The process of institutional adaption and emulation can be better understood by system-level explanations other than some variant of hegemonic socialization. The first focuses on the deep structure of the international system. One element of the deep structure of the international system, the non-differentiation of units, requires states 'to try to be functionally alike -alike in the capacities that they pursue.'60 This requirement suggests that states will converge on a narrow range of successful institutional forms in the management of those policy areas that directly contribute to national autonomy or survival. External challenges to either state autonomy or survival will precipitate a convergence on a narrow range of institutional forms that both satisfy the external exigency of survival and violate least domestic value.
There are at least three historical examples where threats to national survival or national competitiveness initiated a process of institutional emulation and innovation: the system-wide transition from a reliance upon mercenary armies to citizen armies in the wake of the Napoleonic wars;61 the transition from bullion and a decentralized systems of mints to the use of paper currency and the establishment of national central banks; and Meiji Japan. Each form of institutional innovation and subsequent emulation promised either a higher prospect for survival (citizen armies proved superior to mercenary armies on the battlefield) or competitiveness (central banks and paper money facilitated the expansion of credit that fostered economic growth and provided governments with a much needed source of seignorage). Likewise, the experience of Meiji Japan suggests that modernizing states, which the states in transition can be considered, will borrow promiscuously from states viewed either as successful or as relevant to the national stage of development.62 The process of institutional emulation, that of national adaptation and the rationale driving those processes is less clear-cut in Central and Eastern Europe, but the Meiji example is thought 60 See John Gerard Ruggie, 'Continuity and Transformation in the World Polity: Toward a Neorealist Synthesis', in Robert 0. Keohane The Japanese borrowed from the British for the organization of the navy, from the Prussians for the constitutional order and social policy, from the French for the legal codes and organization of the police and education, and from the United States for the establishment of a commercial banking system. For a comprehensive discussion of these institutional developments, see Hirakawa Sukehiro, 'Japan's Turn to the West', in Marius B. Jansen, ed. provoking. From this vantage point, it comes as no surprise that the CEE states looked to the institutional organization of the American and German political economies as models for their own transitions to democracy and the market.
A secondary explanation for the observed pattern of institutional borrowing by the CEE states focuses on their collective desire to join the EU. Pressure to conform with the acquis communautaire and more importantly with the Maastricht Treaty goes a long way to explain the process of institutional and normative emulation in Central and Eastern Europe. Even though German economic norms fully flavour the content and form of monetary union, it is also the case that the asymmetry within the EU is modified by the system of weighted voting which enhances the power of France, Italy, the United Kingdom and even Spain at the German expense. Unless one is willing to make the heroic assumption that German preferences not only dictate the European agenda but predetermine policy outcomes, the need to conform with the acquis communautaire more plausibly explains the institutional and legal emulation in Central and Eastern Europe than does German hegemony.
It is superficially plausible that the emulation of the German financial model in Central and Eastern Europe represents a clear case of hegemonic socialization: the Bundesbank Act and the German Banking Act have served as model legislation for many CEE states.63 However, the absence of hegemony, the pressure towards the nondifferentiation of states, and the antecedent case of Japan provide better alternative explanations: there is a world-wide trend towards the embrace of universal banking, even in the United the adoption of the German rather than the Anglo-American commercial banking model provides the least-cost approach to making a successful transition to the market economy and best fits the needs of capital-poor states; and the patterning of national central banks on the Bundesbank is simply the best way to prepare for EU membership and eventual participation in EMU.
The debate surrounding German power inevitably invokes a confrontational logic. The post-war hesitancy to employ German military power outside the narrow compass of NATO Europe is interpreted as a political failing rather than as an appropriate response to an external environment where a German military contribution would neither yield an improvement in Germany's material interest nor lend a marked advantage or political cover to an American-led coalition.65 More misleading, however, is the conception of Germany as a political dwarf 63 The German reluctance to become party to militarized conflicts should be viewed as a 'normal' case of free-riding in an alliance dominated by a benevolent hegemon. and economic giant, neither of which is completely supported by the empirical or historical record. In other words, Germany does not face the option of either seeking its rightful place as a Weltmachtor being consigned to economic wealth conjoined to political dwarfism.66 The debate has largely excluded the middle ground occupied by a conceptualization of Germany as a 'civilian' power of middle rank with a legitimately narrow set of regionally defined interest^.^^ There is no compelling reason why any state or Germany in particular should seek or possess the ability to project military power in the contemporary European security order.
The puzzle of German structural power and the 'ideology of reluctance' only exists if it can be demonstrated that Germany not only possesses structural power, but has exhibited a patterned reluctance in its exercise. The 'ideology of reluctance' argument rests on at least two assumptions. First, Germany's objective power should have produced a more favourable external context for German interests and preferences; and secondly, Germany has not pressed its interests in key areas of international politics and has abandoned sovereignty to multilateral institutions in a sustained policy of self-abnegation. Put differently, those who favour the argument that Germany has been a reluctant power must demonstrate that there has been a gap between German power capabilities and German policy objectives. These two assumptions, and the argument suggesting an ideology of reluctance to explain the real and imagined constraints on Germany, face three separate objections.
First, relative German power and German (in)ability to achieve its internal or external policy objectives are not adequately captured by indicators which decontextualize German power. Often forgotten -or ignored -is the countervailing power exercised by the two extra-European states after 1945. The exercise of German power was curtailed by allied troops stationed in Germany, German dependence upon those troops for Germany's security and allied prerogatives attending the occupation. Allied goodwill and a certain subservience to allied interests was the price paid for diplomatic support of German unification. The decontextualization of German power -of treating the European state system as independent from and unencumbered by an international system dominated by the United States and populated by Japan and others -generates an unwarranted gap between German power and expected German ambition and influence.
Secondly, Germany has not been a reluctant actor. While it would be foolish " Germany, to draw on an indigenous literary metaphor, is neither Alberich nor Siegfried.
67 A state may be classified as a polar power if it possesses at least half of the power resources possessed by the largest power in the system; the remaining states are classified as middle powers; this decision-rule is found in Randall Schweller, 'Tripolarity and the Second World War ', International Studies Quarterly, 37 (1993), 73-104, p. 75 . I have calculated, on a global basis, the relative power capabilities of seven states: Britain, 0.064; China, 0.231; France, 0.069; Germany, 0.078; Japan, 0.165; Russia 0.042; and the United States, 0.352. The results indicate that the United States and China are polar powers, Japan is a near candidate for polar status, and Germany, along with the other European states, is clearly a middle power.
to argue that Germany did not face formidable constraints in the conduct of its foreign policy, it is also remarkable how consistently Germany pressed its interests in two of the most important domains of foreign policy: nuclear weapons and macroeconomic policy. Both of these issue areas were core elements of the German foreign policy agenda and for good reason: the disposition and use of nuclear weapons threatened the very existence of Germany; and a stable macroeconomy was viewed as the bedrockof a successful and stable democracy.
Germany made a concerted effort over the entire course of the post-war period to attain significant control over the disposition and use of NATO nuclear weapons.68 Germany consistently sought the two goals of political equality and equal security within the alliance. More generally, Germany promoted nuclear doctrines within NATO that prevented the consignment of Germany to a nuclear battleground in the event of war. Germany only provided the allied powers with a hedged renunciation of the right to manufacture nuclear weapons -the pledge was given rebus sic stantibus. Moreover, Germany kept open the door for the eventual ownership of nuclear weapons as part of either a national or multinational deterrent. As early as 1958 Germany was reputed to have entered into talks with France over establishing a nuclear partnership; and Germany firmly supported the creation of a NATO nuclear force, the ill-fated Multilateral Force (MLF), and in 1964 expressed a willingness to proceed on a bilateral basis with the United
The disposition, use and credibility of the American nuclear deterrent remained an episodic source of conflict and contention in German-American relations: in 1977, Chancellor Schmidt authored the double-track proposal that severely complicated German-American relations in the early 1980s; Foreign Minister Genscher sought the removal of American battlefield, short-range and intermediate-range nuclear weapons from German soil; and Foreign Minister Fischer's proposal that NATO make a 'no first use declaration' was reflexively and effortlessly dismissed by France, the United Kingdom and the United States. Unless the position is adopted that the non-nuclear status of Germany is a systemic aberrati~n,'~ it is difficult to argue that Germany has acted reluctantly in the nuclear theatre.
Successive German governments defended the German conception of macroeconomic propriety, the stable internal value of the Deutschmark, and an undervalued rate of exchange against the currencies of its major trading partners. An assertive German diplomacy in the area of exchange rates and macroeconomic policy was evident as early as 1949 when the German See Christoph Bluth, Britain, Germany and Western Nuclear Strategy (Oxford: Clarendon Press, 1995 ', International Security, 15 (1990), 5-56. government, in response to the devaluation of the pound sterling, pushed for a 22.5 per cent devaluation of the Deutschmark against the d~l l a r .~' As the 1950s progressed and the 'economic miracle' worked its magic for the European and German economies, it became apparent to the US Treasury that the Deutschmark was undervalued against the dollar. The German government refused to revalue the Deutschmark by a modest amount in the mid-1950s and the eventual German revaluations in 196 1and 1969 failed to correct Germany's persistent balance of payments disequilibrium. German governments ascribed currency crises in the 1960s to the wayward macroeconomic policies of its neighbours and the United States; and minimized the role played by an undervalued Deutschmark. This trend in German exchange rate diplomacy continued until early 197 1 when Germany unilaterally freed the Deutschmark from the dollar. Subsequent German efforts to tie the currencies of its primary European trading partners to the Deutschmark were designed to forestall the loss of commercial competitiveness attending the unilateral float (and revaluation) of the Deutschmark against the dollar. While the United States could and did apply extraordinary pressure on Germany by linking the $-DM exchange rate to the American security guarantee, it underlines American power rather than Germany's reluctance to pursue its self-interest.
In the more recent past, the Kohl government set the terms and institutional form of EMU; and subsequent to the Maastricht Treaty succeeded in locating the seat of the new central bank Germany also laid an in ~r a n k f u r t .~~ unrecognized claim to the role of gate-keeper to the first round of monetary union, but in the end only possessed the power (along with France) to retard or derail it. The momentum towards monetary union since January 1999 has stripped Germany of those prerogatives as well. Yet it remains true that EMU largely institutionalized the German preference for monetary stability and central bank independence. Perhaps more importantly, successive German governments have succeeded in plausibly conflating the particularistic German interest in the form and content of domestic macroeconomic management with the European interest.
A third argument marshalled against a German foreign policy dominated by an ideology of reluctance may be located in what Emer Martin called in a different context the lesson of the blind midget: the choice of the yardstick employed for comparison speaks volumes about the expectations held for the subject measured.73 National Socialist Germany is all too often the unspoken yardstick against which post-war Germany is measured. While Germany fares well in comparison to its predecessor, the comparison carries with it an expectation that Germany could suddenly embark upon a reckless foreign policy. A more appropriate and demanding yardstick would treat Germany as a status quo power aligned with a global hegemon, rather than as a revisionist power opposed to it. Arguably, the post-war German elite drew the appropriate lesson from the twin defeats of two world wars. Rather than speaking, therefore, of a reluctant Germany constrained only by an act of will or conscience, we should point instead to the belated recognition that Germany must seek a tenable equilibrium between its preferences and limited power.
The foregoing analysis presented a system-level explanation of German foreign policy preferences and modalities consistent with the multipolar structure of power in Europe. There is no empirical support for the widespread anticipation of German dominance or hegemony, the trepidation accompanying the unification of Germany and its impact on the European order, or the fears attending the 'normalization' of German foreign policy. Problematically, a system-level narrative that focuses solely on material capabilities denies the collective memory of Auschwitz an appreciable role in the evolution and content of post-war German foreign policy. While this line of argumentation would possess the virtue of analytical consistency, it is troubling empirically and normatively. Markovits and Reich in particular draw attention away from structural and institutional narratives of German foreign policy with their emphasis on the collective historical memory of ~u s c h w i t z .~~ Yet they only capture half the collective memory relevant to an analysis of Germany's post-war past and its post-cold war future. There are two relevant historical memories: the one shared within a national society that contributes to national identity and the definition of interest; and the one shared by a society of states which contributes to collective identity formation and definition of interest.75
The broader metaphor of Weimar better captures the national collective memory relevant to German foreign policy ambitions and intention^.'^ Post-war 74 Markovits and Reich, The Gennan Predicament. 75 On the interaction between the definitions of interest and of identity, see Alexander Wendt, 'Collective Identity Formation and the International State', American Political Science Review, 88 (1994), 384-96. 76 It is my position that Weimar functioned as the overarching normative structure giving meaning to Germany's post-war experience. Morever, there are considerable problems with Auschwitz as a domestic constraint on German foreign policy: in the immediate post-war period, the Germans were unwilling to accept either collective responsibility or collective guilt (in as late as 1951, almost two-thirds of those polled in Germany rejected both collective guilt and collective responsibility), exhibited an ambivalent attitude towards National Socialist Germany itself (in 1951, 40 per cent of those asked believed that the period 1933-39 was the best time for Germany in that century; and 45 per cent preferred the period before the First World War), and were unwilling to accept responsibility for the outbreak of the Second World War (only in 1962 did over 50 per cent of Germans accept that responsibility). To the extent that money may be considered a measure of contrition, there is clear evidence that the German restitution payments made to Israel were seen at the time as excessive and were a cause of considerable political debate within Germany. More German identity and definition of interest have been largely shaped by the Weimar failures. The Bonn Republic was haunted by hyperinflation, political chaos, war, defeat, division, irnrniseration and occupation that flowed from the multiple flaws of the Weimar Constitution and political culture. Post-war German foreign (and domestic) policy is best read as a preoccupation with avoiding any domestic or international development that could unleash the forces that aborted democratic Weimar and brought National Socialist Germany to birth. Although Auschwitz is certainly the most shameful chapter in that larger story, its emplacement along the hierarchy of trauma in the German collective memory is dominated by the failure of Weimar -an assessment consistent with the close connection made in the German mind between price stability and democratic governance; an unwarranted pessimism with the prospects for German democracy; and recurrent fears that Bonn may well be ~e i m a r . 'The Weimar example defined for the Bonn Republic the appropriate targets of economic policy (low inflation) and institutions of economic management (an independent and depoliticized central bank), institutions of political governance (a multiparty system protected by complex electoral laws and the constructive vote of no confidence), and a reorientation of German security policy towards Western ~u r o~e .~~
The placement of Auschwitz in that same story is weighted very differently for Germany's partners and neighbours. Auschwitz is more than a historical event that represents the industrial genocide of European Jewry, gypsies and others; rather, it is the collective memory that summarizes the slaughter of the Second World War on and off the battlefield. For the victors and victims of the Second World War, German war crimes quickly metastasized into the 'universal reference point of human depra~ity'.'~ Nazi Germany violated the prohibitionary norms of the law of nations governing the conduct of war, particularly the treatment of prisoners of war and the occupation of enemy territory. Germany was marked as an outcast within the European state system; the states of the European system withdrew their recognition of Germany and revoked its sovereign powers. The systematic and egregious violations of the laws and customs of warfare irrevocably altered our understanding of Germany's role in the European state system and our frame of reference for the assessment of German intentions and power. The constructivist approach to international relations provides a mechanism for integrating the collective memory of Auschwitz into a system-level explanation of German foreign policy. Constructivism provides two important insights: states operate in an international system which is material as well as social; and material structures are given meaning by (and can only be understood within) that environment, which in turn has a normative component.80 Put somewhat differently, the material structure of power in the international system is not strictly observer-independent; namely, power and the elements of power lack exclusively intrinsic (or observer-independent) properties. Rather, power and its elements are partially, if not entirely, observer-dependent; the values and meanings assigned either to power or its constituent elements are dependent upon the perceptions and understandings given to them by individual agent^.^' This line of reasoning, in conjunction with the assumption that states operate in both a normative and historical context, suggests that 'material power matters, but within a framework of normative expectations embedded in public and customary international law'.82 The law of nations both defines what constitutes a legitimate state, particularly its intrinsic qualities, and establishes the parameters of state action. Thus, the prohibitionary norms enumerated in the rules of war not only function as injunctions against particular types of behaviour, but are 'implicated in the productive process of constituting identities as well: actors have images of themselves as agents who do or don't do certain sorts of thing^.''^ The pre-war European state system constituted an identifiable geographic and normative space; it possessed a transnational identity rooted in a 'common background in the Christian religion and the civilisation of Greece and ~o m e . ' '~ Interstate relations were regulated by an accepted body of public international law, including an elaborate and well-defined body of laws and customs governing the conduct of warfare. The laws and customs of warfare constituted a set of prohibitionary norms that differentiated 'civilized' European states from the 'uncivilized' non-European periphery and distanced Europe from the barbaric conduct of warfare during the Middle Ages. Nazi Germany unquestionably violated the constitutive norms of a European state during its execution of the war; it acted contrary to the expectations collectively held for 'the States of Western civilization' . 85 The German violation of the norms of land warfare were particularly egregious not simply because a European power had mistreated prisoners of war or failed to adhere to the norms governing a military occupation, but because a European power failed to adhere to those standards in its conduct vis-A-vis other members of European society. 86 The laws of warfare were codified in a number of treaties to which the majority of the European powers were signatories." The Hague Conventions of 1899 and 1907 as well as the Geneva Conventions of 1929 specified the obligations of states in their treatment of prisoners of war, and the rights, responsibilities and obligations of occupying powers." These laws and customs (F'nore conrinued) defined as war crimes, inter alia,the ill-treatment of prisoners of war, the killing or attacking of harmless private enemy individuals, desecration or disgraceful treatment of the dead, and the unjustified appropriation and destruction of private property. The norms governing the occupation of enemy territory during war prohibited the forced deportation of civilians, slave labour and the indiscriminate killing of civilians. Nazi Germany violated this entire body of custom and law, which was recognized as binding and legitimate 'by all civilized nations and [was] regarded as being declaratory of the laws and customs of war.'89
The lasting impact that the German violation of these norms had on the perceptions and understanding of post-war Germany suggests that the customs and law of land warfare had evolved well beyond the stage of 'norm cascade', the stage at which international norms are stipulated to shape identity and intere~t.~' The norms of land warfare met the norm robustness criteria of specificity (the treatment of enemy civilians in occupied territory and prisoners of war is unambiguous), durability (these norms were among the most evolved in public international law and their codification began in the mid-nineteenth century); and concordance (the major European powers, excepting the Soviet Union, were signatories to both the Hague Conventions of 1899 and 1907, and the Geneva Convention of 1929).~' These norms constituted the interests and identities of European states in the conduct of war; and their violation was a transgression of those properties considered intrinsic to a European state, a conclusion supported by the wartime and post-war response to the systematic and unprecedented transgressions of those norms by Nazi ~e r m a n y .~~ 90 Finnemore and Sikkink, 'International Norm Dynamics', . Finnemore and Sikkink establish two criteria which must be met for a norm cascade to occur: first, at least one-third of the states in the international system adopt the norm in question, signified by ratifying an international agreement or treaty; and secondly, the critical states of the system embrace the norm. The Hague Conventions met these criteria. As Oppenheim noted in 1906, 'all the great Powers and the greater number of the smaller Powers are already parties to the Convention.' Not only were the critical states of the European state system signatories to these agreements, but he believed that 'even if a few should never join, the moral force of the Regulations is so overpowering that practically all belligerents will cany them out'. See Oppenheim, International Law,p. 78. 91 See Jeffrey W. Legro, 'Which Norms Matter? Revisiting the "Failure" of Internationalism', International Organization, 51 (1997), 31-64, pp. 33-5. 92 German war crimes and the intention to punish the perpetrators were contained in public speeches and declarations beginning with a joint statement by Prime Minister Churchill and President Roosevelt on 25 October 1941; the St James Palace statement of 13 January 1942; speeches by One consequence of the German violation of the laws of warfare was the multilateralization and institutionalization of German power -Germany was largely constrained over the course of the post-war period from undertaking unilateral foreign policy initiatives, with the notable exception of the Ostpolitik. German foreign policy was (and remains) constrained and constituted by its membership in and formal surveillance by integrative institutions like NATO, the Western European Union (WEU), and the EU. A second consequence was a lingering sensitivity to German power that reflected a desire to disable Germany permanently and pre-emptively retard a third effort to achieve European hegemony. The victors and victims of the Second World War feared that Germany would once again emerge as the chief source of mischief in the European state system. In response to these expectations and fears, these same states developed and then embraced a complex of norms intended to forestall the emergence of a hegemonic Germany: the decentralization of political power in the new German state; the demilitarization of the German economy; and the disarmament of Germany. The future stability and security of Europe were widely viewed as contingent upon the successful operationalization of these norms. These three norms, which governed the occupation and post-occupation policies of the Western allies, were initially enunciated in the Yalta and Potsdam agreementsy3 They were integral to the framework laws establishing the Federal Republic of Germany; were codified in the International Ruhr Authority, the European Coal and Steel Community (ECSC), the Bonn Conventions of 1952, and the Final Act of the 1954 Nine-Power Conference (London); and were partially reaffirmed in the Treaty on the Final Settlement with respect to Germany (1990) .
The decentralization of German political power was a central concern of the Anglo-American occupying authorities. As early as 1947, both the American and British governments opposed the re-establishment of a centralized German state. Both governments believed that a centralised system of government 'could be too readily converted to the domination of a regime similar to the Nazis' which was linked in turn to 'great and justifiable fears regarding the resurrection of German military power'.y4 The Western occupation authorities insisted instead upon a federal architecture for the Bonn Republic and the dispersion of political power.95 This preference for decentralized political power carried over into the institutions of economic management. The institutional success story of post-war Germany, the Deutsche Bundesbank, was likewise the outcome of Anglo-American design and guidance: the Bank deutscher Lander (the forerunner to the Bundesbank) was federal in design and politically independent. Both characteristics reflected allied preferences; and the legal authority for the bank was vested in the occupation statutes until 1 9 5 7 .~~ The norm of political decentralisation has become one of the least contested in the German (and European) context. Today, the autonomy and prerogatives of the German Lander remain unchallenged within the Federal Republic; and the principle of decentralization, recast as subsidiarity, suffuses German policy towards the institutional development of the EU.
The demilitarization of the German economy was perhaps the most pressing allied concern in the immediate aftermath of the war.97 The American State Department declared that 'the security interest of the United States and its Allies requires the destruction in Germany of such industrial capital . . . as can only be used for the production of armaments or of metallurgical, machinery, or chemical products in excess of the peacetime needs of the German economy.'98 Towards that objective, the Allied Control Council prohibited German production in fourteen industrial categories, restricted production in twelve industrial categories, and limited the general level of the economy to 55 per cent of the pre-war level in 1 9 3 8 .~~ These restrictions on the German economy, the perception of industrial concentration as a potential source of German power in Europe, and the desire to weaken the economic foundations of a future German military threat to European security were manifest in direct allied control over two regions critical to Germany's wartime capability: the Ruhr and the saar.loo
The disarmament and demilitarization of the German economy were considered contingent upon effective allied control of the Ruhr and Saar. The Saar problem was initially resolved by simply allowing France to absorb it, a decision reversed in 1955 when the Saar became a part of the Federal Republic following a referendum. Finding a long-term solution for the Ruhr valley was taken in June 1948 with the creation of an international authority for the Ruhr, a step which fell short of detaching the Ruhr from a reconstituted German state."' The April 1949 Washington Three Power meeting, which produced the draft occupation statute that came into effect in September 1949, restated the occupying powers' interest in the disarmament and demilitarization of Germany, continued allied control over the Ruhr, and continued allied restrictions on the development of the German e~o n o r n~. ' '~ The International Ruhr Authority itself was only dissolved after the creation of the European Coal and Steel Community (ECSC), an institutional innovation consistent with the post-war norms that informed allied attitudes and policy towards Germany.lo3 To meet the needs of the European economy, the punitive intent of early allied plans for the German economy were abandoned and restrictions on most categories of German industrial production were slowly relaxed and then removed by the early 1950s. That relaxation, however, took place within the context of the multilateral and institutionalized surveillance of German industrial production, particularly with German membership in the ECSC, the Western European Union (WEU), and European Economic Community.
The disarmament norm fell foul of Soviet-American competition in Europe, although the norm was amended rather than discarded. The major powers initially agreed that German disarmament was the key to a of future German aggre~sion.''~~ The allies also agreed that it could take up to forty years to ensure the demilitarization of Germany and that in any case 'security forces will probably have to remain in Germany for a long period'.lo5 There was also allied agreement that, in conformity with the Potsdam Declaration and even after the onset of the cold war, prohibitions on German armed forces and the German General Staff would have to remain in effect.lo6
The need to rearm Western Germany remained constrained by the desire to prevent Germany from once again becoming a military threat to the other European states. Despite the changed external context which required German rearmament, the demilitarization norm was evident in the protocols of agreement reached between the Allied High Commissioners and the Federal government at Petersberg in November 1949. Prior to the formal end of the occupation, the Federal government declared 'its earnest determination to maintain the demilitarisation of federal temtory' which was matched by a subsequent Three-Power statement in New York that 'the recreation of a German national army would not serve the best interests of Germany or ~u r o~e ' . '~Ĩn 1951, the American position changed in favour of re-arming Germany in some way, yet that policy change was severely qualified. The United States recognized the German right 'to participate in her own and in the common defence within an integrated European defense system', but remained 'firmly opposed ... to any Germany army which would be independent of an international security system'.108 Embedding Germany in an institutionalized European framework, particularly in the areas of defence and economy, was outlined in the allied powers' statement on West German sovereignty. At that time, the allies pledged themselves to 'a unified Germany integrated within the Western European comrn~nity'.'~~ The failed European Defence Community, the first effort to institutionalize the rearmament of Germany, produced the Bonn Conventions of 1952. These conventions contained two annexes in a protocol that outlined restrictions on German armaments -despite the pressures of the cold war and the clear need for a fully re-armed West Germany. The first annex, and most widely cited, is the German undertaking to refrain from manufacturing atomic, biological and chemical weapons. is of interest because it placed limits on the production of a large number of categories of conventional weapons (long-range guided weapons, warships, bomber aircraft, tanks, etc.). These controls on conventional weapons and critical areas of the economy continued after the end of the formal occupation in 1955.
The Final Act of the 1954 Nine-Power Conference in London ended the formal occupation and removed most restrictions on German sovereignty. The provisions of the Final Act, however, deepened the institutionalization of German power in accordance with the post-war norms governing the occupation of Germany. At that time, Germany acceded to the Brussels Treaty Organization, which was quickly renamed as the Western European Union (WEU). German membership in the WEU was the gateway through which Germany finally entered NATO. Yet Germany occupied a unique position within both WEU and NATO in three respects. First, the Federal government accepted WEU oversight of the German armaments industry. The allies created an agency within the WEU which controlled the armaments of its continental European members (thereby excepting the United Kingdom), prohibited the German manufacture of certain classes of armaments, and controlled member-states' stocks of armaments. These controls were intended to reassure the Western Europeans that they would continue to exercise effective control over the military capability of Germany. This agency was only disbanded after the signing of the Treaty on Final Settlement in 1990 and with considerable consternation on the part of the soviets."' Secondly, German membership in NATO and WEU was contingent upon the renunciation of atomic, biological and chemical weapons. This prohibition was deepened in 1990 with the Treaty on Final Settlement. At that time, unified Germany went beyond the original pledge by renouncing not only the right to manufacture nuclear, biological and chemical weapons, but the right to possess and control those weapons."' Thirdly, it placed all forces of the NATO countries stationed on the continent of Europe under the authority of SACEUR 'with the exception of those which NATO has recognised or will recognise as suitable to remain under national command' .'I2 The provision effectively subordinated German armed forces to allied control, excluded British forces, and provided an escape for any of the other NATO member-states. The restoration of German sovereignty, particularly the German right to belong to whichever alliance it chose (including presumably the right to not belong to any), was hedged by the simultaneous imposition of a ceiling on German armed forces in the Treaty on Final settlement. '13 This interpretation does not differ from the dominant narratives with respect to the trajectory of German foreign policy. Rather, it points to the external ' origins of the preference and the multiple motivations for embedding Germany in a multilateral framework in the first place. The three norms that emerged from the horrors of Auschwitz -disarmament, demilitarization and decentralization -evolved over time and engendered a largely unarticulated auxiliary instrumental norm; namely, the adherence to these three substantive norms was contingent upon the institutionalization and multilateralization of German foreign policy. These norms not only constrained German options over the course of the post-war period, but constituted the interest of Germany's partners in resolving the German problem that had vexed European relations since 187 1. These substantive norms also constituted the identity of Germany's partners in such a fashion that co-operation and trust between Germany and her partners is contingent upon Germany remaining within multilateral frameworks. German deviance from the instrumental norm of multilateralism would only stoke the fears and suspicions of Germany that are embedded in the collective memory of the Second World War.
C O N C L U S I O N Germany will not prove too large for an institutionalized Europe. There is no support for the widely accepted axiom that Germany possesses the material capabilities consistent with a hegemonic or even dominant power. Moreover, the decontextualization of German power, namely ignoring or minimizing the countervailing power of the United States as well as Russia, France, Britain or Italy, provides a misleading picture of Germany's position along the hierarchy of power. Germany is better viewed as a power of middle rank with capabilities superior to, but not qualitatively dissimilar from, those of France, Britain or Italy. Treating Germany as a power of middle rank transforms two puzzles facing the analysis of German foreign policy. First, the process of institutional emulation in Central and Eastern Europe reflects not the process of hegemonic socialization, but the broader systemic imperative of modernizing states emulating the most efficient forms of institutional organization to maximize their prospect for survival and prosperity. Secondly, the postulated 'culture of reticence' is largely immaterial to the trajectory of German foreign policy and at best should be viewed as a rhetorical device employed to minimize the European suspicion of German power. As German policy towards the disposition of nuclear weapons and the value of the Deutschmark demonstrates, Germany pursued its national interest subject to external constraints, particularly the disparate national interests and countervailing power of its partner states, membership in multilateral institutions, and the historical memory of the Second World War. The past and future roles of the Federal Republic are inextricably linked to Germany's past. The end of the cold war has diminished neither the importance of Auschwitz in the collective memory of Germany's neighbours nor the occupation norms it spawned. The three norms that emerged from Auschwitz -the demilitarization of Germany, the disarmament of Germany, and the decentralization of German power -have constituted the interests of Germany's partner states since 1945. The staying power of those norms is derived from the German violation of the constitutive norms of the European state system between 1939 and 1945. Moreover, these norms have driven a wedge between the self-interest of the NATO states with respect to Germany: only recourse to a common historical memory (and identity in opposition to Germany) can explain, for example, the differentiated treatment of France and Britain as compared to Germany on the nuclear question. Just as many dismiss the British and French nuclear deterrents as the unnecessary, bothersome and generally harmless accoutrements of fading European powers, a German nuclear deterrent is treated by most as a potential threat to European stability and a harbinger of the apocalypse. Arguably, a European deterrent of which Germany was a full partner would better serve the security interests of Europe and the United States than a Europe dependent upon an American nuclear deterrent. The foreign policy options Germany's partners are willing to countenance are constrained by the common historical memory of Auschwitz.
This narrative of German foreign policy does not necessarily challenge the argument that Germany is distinctive because 'its political leaders exercise power only in multilateral, institutionally mediated systems . . . that soften sovereign power.'l14 Rather, it suggests that the sources of that institutional embeddedness as well as purposes to which it has been employed were external to Germany in its early history, remain largely external to a unified Germany and still play an instrumental role in fostering a stable Europe. That is not to argue that the institutionalization of German power has neither produced a changed German identity nor produced a broader, more inclusive understanding of the German national interest;ll5 it simply favours a narrative treating the Nazi violation of the constitutive norms of European statehood between 1939 and 1945 as a system-level variable that has both constrained and constituted the interests and identity of Germany's partners and neighbours.
The weight and meaning given to the various elements of German power remain filtered through the prism of Auschwitz. Perhaps more importantly, this past provides the frame of reference employed to assess German intentions and ambitions associated with the exercise of German power in the new Europe. The Berlin Republic will remain constrained not only by the structure of material power in the international system, but by the unwillingness and inability of its European partner states to forget the past harvests of German power.
